COVPREHENSI VE PROGRAM TO SUPPORT SMALL BUSI NESS AND M CROENTERPRI SE
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EXECUTI VE SUMVARY

Republic of Bolivia

Credit subprogram

Naci onal Fi nanci era Boliviana, SAM [Bolivian National
Fi nance Joi nt Venture] (NAFIBO

Techni cal cooperati on subprogram

Servicio de Asistencia Técnica [Technical Assistance
Service] (SAT) and Vice Mnistry of Mcroenterprise

| DB: US$35 nmillion (FSO hard
Local contribution: US$8.75 million

Tot al : US$43.75 million
Anortization period: 40 years

Di sbursenment peri od: 4 years

Grace period: 10.5 years

Interest rate: 1% during the grace

nnum t hereafter

I nspection and supervision: 1%
Credit fee: 0. 75%

The general objective of the programis to strengthen
the econony of urban and rural small businesses and
mcroenterprises in Bolivia to reduce poverty,
unenpl oyment and social marginality.

To achieve the proposed objective, the program wll
have two subprograns: (a) a line of credit for the
granting of subloans to help small businesses and
m croenterprises gain access to the financial system
designed to act as a catalytic element to consolidate
the continuity of the target group's participation in
for mal fi nanci al servi ces; and (b) technical
cooperation for direct support of the target group
served by the SAT and to strengthen the agency
governing the mcroenterprise sector

The Conmittee on Environnent and Social |npact (CESI)
recomrended the inclusion of rules on environnental

prevention and control, and identified activities
that could affect the environnent. The rul es have
been i ncl uded. The Conmittee also recommended the

i nclusion of gender issues and the participation of
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i ndi genous groups, and these aspects were taken into
consideration in preparation of the operation
(paragraphs 2.29 to 2.36).

The program is designed to pronote conprehensive
devel opnent of small business and mcroenterprise, by
hel ping themto gain access to credit fromthe formal
finance system and to training, both at the
managenent |evel and at the |evel of workers in such
enterprises with the objective of increasing their

productivity, increasing incone and creating new
sources of enploynent. User eligibility criteria
wil | be strict, to prevent the exclusion or

repl acenent of the target group.

Additional credit resources from the program that
the small busi nesses and mcroenterprises wll
receive wll allow longer loan ternms, so that
i nvestment projects in the productive sectors can be
financed and nicroenterprises can develop and
gr aduat e.

The technical cooperation that the small businesses
and mcroenterprises will receive under the program
will inprove their productive structures and the
quality of the goods and services they provide, in
addition to helping themto inprove their nanagenent
and accounting and the marketing of their products.
The assistance is expected to help them gain access
to nodern technology, so that they can penetrate
foreign markets, and thereby increase the country's
exports.

Macr oecononi ¢ _cont ext : The national government has
reaffirmed its wllingness to maintain current
pol i ci es. Nevert hel ess, an interruption of the

macr oeconom ¢ program and an environnent of price
stability could discourage investnment and the demand
for credit under the program

Fi nancial internediaries: The eligibility criteria
for the ICls that will participate in the program
will be strict, so that only the nost solvent ones

may partici pate, guaranteeing effective channeling of
Program funds to the target group.
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THE PRQJIECT' S ROLE The principal objective of the Bank's activity in

IN THE BANK' S
COUNTRY AND
SECTOR STRATEGY

SPECI AL
CONTRACTUAL
CONDI TI ONS

Bolivia <consists of supporting the governnent's
efforts to fight poverty, through the creation of
privat e-sect or enpl oynent opportunities and an
increase in worker productivity and neasures to
al l eviate poverty, by hel ping the nost disadvantaged
groups gain access to basic education, health,
sanitation and housing services. The strategy has
three lines of action: (i) economic growh and the
creation of opportunities; (ii) devel opnent of human
capital and access to basic social services; and
(iii) governability and consolidation of reforns.

The line of action for economc growmh and the
creation of opportunities enphasizes the pronotion of
services for rural and mcroenterprise devel opment in
the areas of: (a) access to credit; (b) access to
nonfi nanci al support servi ces; and (c) rural
devel opnent and environnental protection

In the first Iline of action, the Bank wll
concentrate on (a) expanding flows of resources for
i nvest ment in m croenterprises, (b) supporting
policies and regulations favorable to the sector

(c) strengthening sect or institutions; and
(d) increasing access to fi nanci al servi ces,

especially for lowincone mcroenterpreneurs from
certain disadvantaged groups (wonen and indigenous
groups) . Wth regard to access to nonfinancial
producti ve support services, support will be provided
for the Technical Assistance Service (SAT) for
m croentrepreneurs anong ot her activities.

Condi ti ons precedent to the first disbursement:

(a) Credit subprogram execution of the transfer
agr eenment bet ween t he bor r ower and NAFI BO
(paragraph 3.3); and entry into force of the Credit
Regul ati ons (paragraph 3.4); (b) technical
cooperation subprogram for each  conponent,
execution of the respective transfer agreenents
between the borrower and the SAT and the Vice
Mnistry of Mcroenterprise (paragraph 3.3); entry
into force of the Operating Regulations for the
conponent under t he responsibility t he SAT
(paragraph 3.22); and a systemto gradually cover the
SAT' s operating costs (paragraph 3.36).

Conditions during the life of the loan: Once 25% of
t he fundi ng has been disbursed, the borrower and the
Bank will evaluate the program s progress so that any
necessary revisions and adjustments to the agreed-
upon inplementation mechani sns (paragraph 3.46) can
be nmade. In addition, there wll be contractua
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PROCUREMENT OF
@G00DS AND
CONSULTI NG
SERVI CES

SOC AL
CLASSI FI CATI ON

clauses requiring progress reports and audited
financial statenents for each of the executing
agenci es. In addition, borrowing caps wll be
established for the 1Cs and the subborrowers
(paragraphs 3.16 and 3. 18).

Recognition of previous expenditures: Up to US$1.5
mllion in expenses incurred may be recognized as
part of the proposed financing and US$375, 000 as part
of the local counterpart funding (paragraph 3.39).

The threshold above which international conpetitive
bidding will be required for procurenent under the
techni cal cooperation subprogram will be US$350, 000
for goods and US$200, 000 for consulting services (see
par agraphs 3.40 to 3.42).

As established in paragraph 2.13 of the Eighth
Repl eni shrrent docunent (docunent AB- 1704) , t he
proposed operation qualifies as a social program
since many of the activities it encompasses are

desi gned to create i ncome and enpl oynent
opportunities for the nost disadvantaged segnents of
Bolivian society, t hrough devel opnent of t he

m croenterprise sector. The operation also qualifies
as a poverty-targeted program (paragraph 2.15 of
docunent AB-1704).



